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MENDOCINO COUNTY EMPLOYEES’
RETIREMENT ASSOCIATION BOARD MEETING AGENDA
FEBRUARY 20, 2013 - 8:30 A.M.

ROLL CALL (8:30 a.m.)

PUBLIC COMMENT (Estimated Time 5 min.)

Members of the public are welcome to address the board on subjects within the jurisdiction of the Board of Retirement regarding items both on
and off the agenda. The board is prohibited by law from taking action on matters not on the agenda, but may ask questions to clarify the
speaker's comment and/or briefly answer questions. The board limits testimony on matters not on the agenda to 5 minutes per person and not
more than 10 minutes for a particular subject at the discretion of the Chair of the Board. To best facilitate public expression please complete the
speaker form available at the entrance to the boardroom and present to the Clerk to the Board. If you wish to submit written comments please
provide 13 copies to the Board Clerk prior to the start of the meeting. Public speakers are reminded to announce their names before they

address the board.

1) APPROVAL OF THE MINUTES OF THE BOARD MEETING HELD JANUARY 16, 2013
(Estimated Time 5 min.)

2) INVESTMENT REPORT (Estimated Time 45 min.)
¢ Quarterly Performance Report, Callan Associates

3) DISCUSSION AND POSSIBLE ACTION REGARDING THE JUNE 30, 2012 INDEPENDENT
AUDIT REPORT, GALLINA LLP (Estimated Time 45 min.)

BREAK (Estimated Time 10 min.)

4) DISCUSSION AND POSSIBLE ACTION REGARDING THE JUNE 30, 2012 ACTUARIAL
VALUATION, THE SEGAL COMPANY (Estimated Time 30 min.)

5) DISCUSSION AND POSSIBLE ACTION REGARDING THE APRIL 1, 2013 COST OF
LIVING ADJUSTMENT (COLA), THE SEGAL COMPANY (Estimated Time 10 min.)

6) MONTHLY FINANCIAL REPORT (Estimated Time 15 min.)
e Financial Statements
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¢ Discussion and Possible Action regarding MCERA Staff Training Plan, Budget Item
e CALAPRS 2013 Leadership Academy ’

7) DISCUSSION AND POSSIBLE ACTION REGARDING STRATEGIC PLAN (Estimated
Time 5 min.)
e Review of Goals and Objectives

8) AUDIT AND BUDGET COMMITTEE REPORT (Estimated Time 20 min.)
¢ Discussion and Direction to Staff regarding Preparation of Reports
e Discussion and Possible Action regarding Audit and Budget Committee Charter
e Discussion and Possible Action regarding Budget Adoption Policy

9) BENEFITS AND OPERATIONS (Estimated Time 5 min.)
e Membership as of January 31, 2013:
Active Members = 1015 Retired Members= 1253 Retired Deceased =2
New Members =15 Terminations =12 Withdrawn Not Vested =5 $37,655.90
Withdrawn Vested=2 $25,040.52 :

e Membership information staff report

10) RETIREMENT ADMINISTRATOR’S REPORT (Estimated Time 15 min.)
e Legislative Update -

PEPRA Update

Tax Forms

Public Records Request

Scheduled Education Attendance

VCP Update

LUNCH RECESS (Approximately 12:00 noon)
RECONVENE (Approximately 1:00 p.m.)
11) CLOSED SESSION (Estimated Time 90 min.)
e Pending disability applications update
e Public Employee Performance Evaluation - Retirement Administrator - Pursuant to
Government Code Section 54957 :
o Potential Litigation pursuant to Government Code Section 54956.9(a) - 1 case -
Martin Bradley vs Mendocino County Employees’ Retirement Association
REPORT OUT FROM CLOSED SESSION (Estimated Time 5 min.)
12) GENERAL BOARD MEMBER DISCUSSION (Estimated Time 5 min.)

ADJOURNMENT (Approximately 2:40 p-m.)

¢RETIREMENT ASSOCIATON CONFERENCE ROOM: 625-B KINGS COURT, UKIAH, CA 954824
#PHONE 707-463-4328 FAX 707-467-6472¢ WWW.CO.MENDOCINO.CA.US/RETIREMENT¢



¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢JANUARY 16, 2013 AT 8:30 A.M. ¢

CALL TO ORDER

Shari Shapmire, Board Chair, called the meeting to order at 8:30 A.M.

Rich White, Retirement Adrrumstrator, informed the Board that we will be using the rev1s
meeting schedule.

ROLL CALL

Roll call was conducted with the following members present: Shari Schapmi Lloyd Weer, Ted
Stephens, Tim Knudsen, Superv1sor John McCowen, Randy Goodman, fd Shoemaker, John

Berk, Legal Counsel, and Judy Zeller, Board Clerk.

PUBLIC COMMENT: None

1) APPROVAL OF THE MINUTES OF THE BOARD Mh‘ ] ’I‘ING HELD JANUARY 3,2013
Upon motion by Mr. Mirata, seconded by Mr. Sak@gﬂcz, IT IS ORDERED that the minutes
of the JANUARY 3, 2013 Board meeting are ap PYG ved unanimously.

2) CLOSED SESSION (8:35 A.M.)
e Pending disability appllcatloq‘\ up ate
« Tim Goss, SCD Application.dated 5/10/12
e Michael Tobin, SCD A“pp lcaéhon dated 12/3/12
[

Public Employee Perforﬁi“a‘nce Evaluation - Retirement Administrator -
Pursuant to Gov mment Code Section 54957

Board Action: There was no reportable Board Action.
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¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢JANUARY 16, 2013 AT 8:30 A.M.+

BREAK

 3) DISCUSSION AND POSSIBLE ACTION REGARDING MEMBER APPEALOF
RETIREMENT OPTION SELECTION DENIAL “

Presenter/s: Rich White and Katy Richardson, Senior Retirement Specialist, referenced 1n£t‘§;
~ previously distributed to the Board. Member Loretta Kosmac addressed the Board and: d%si;mb“uted
additional information to the Board which she referenced as well as the previously dist:i;buted
materials. The Board asked questions of staff and member Kosmac regarding this’ b%fleﬁt option
and the calculations made by staff.

Board Direction: There was no reportable Board Direction.

Board Action: Motion was made by Mr. Sakowicz to affirm that met b “Kosmac is not eligible for
the “Accelerated Option”, Government Code Section 31810 (below), sinice the social security
personal earnings statement submitted by Ms. Kosmac stated that her' future earnings benefit
amount is $0.00. : 3

GC§31810 Retirement before eligibility under fed@r&l system; modification of allowance;
election; approval

A member who retires for service prior to the age of becoming eligible for retirement
payments under the federal system and who. Qt,% g‘ time of retiring is fully insured under the federal
system, may, with the approval of the §et11;emeﬁt Board, elect to have his retirement allowance
increased prior to such eligible age @nd ”d;iééd after such age by amounts which have equivalent

“actuarial values. This modification fst*fi{)r t yé purpose of coordinating a member’s retirement

allowance with benefits receivable froﬁ%e federal system.

(Amended by Stats. 1968’3»;€h 642 Sec. 1)

Board Direction: Staff will amend page 7 of the strategic plan to read, Staff res‘pohsibility' with
Board approval including budget and timeline. '

¢RETIREMENT ASSOCIATON CONFERENCE ROOM: 625-B KINGS COURT, UKIAH, CA 95482¢
+PHONE 707-463-4328 FAX 707-467-6472¢ WWW.CO.MENDOCINO.CA.US/RETIREMENT+



¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATIONO
'BOARD OF RETIREMENT MEETING MINUTES
¢JANUARY 16, 2013 AT 8:30 A.M.¢

Board Action: Motion was made by Mr. Mirata to approve the Board Strategic Plan as amended.
Mr. Knudsen seconded the motion and it was.approved by the followmg vote: Ayes 7 Noes 0

Abstain 0 Absent 2. (Motion approved)

5) BENEFITS AND OPERATIONS
e Member retirements and withdrawals of contributions by inactive members

o Selection of Retirement Option at time of application

Presenter/s Judy Zeller, Board Clerk, reported to the Board on the number of membx er ret1rements
and withdrawals. The Board asked questions about the report and gave dlrectlog to. staff for future
reports. >

application is signed. This included a Retirement Apphcatlon’“S@g ort ng Documents form and a
Benefit Payment Options form. The Board discussed the current: prdtedure, procedures used in
other 1937 Act retirement systems, and the proposed p%cedure& which is consistent with other
systems. %

2

Board Direction: Staff will amend the Retirement cation Supporting Documents form and the
Benefit Payment Options form. A report 1nclud.1ns mployee totals over the last 5 years will be
presented at the next Board meeting and staff ill report number of active/inactive members each
month in order to track increase/ decre@se n membership.

Board Action: Motion was made by ‘ Ipervisor McCowen to approve the Selection of Retirement
Option at time of application and the amended supporting documents. Mr. Mirata seconded the
motion and it was approved by’ the followmg vote: Ayes 7 Noes 0 Abs taln 0 Absent 2. (Motion
approved) ;

6) MONTHLY INV@STM{E T REPORT
o Invgsﬁ%g;i‘? Report
. I%péa\e te Domestic Equity Asset Allocation

Presenter/s::Ri

Thére was no

‘reportable Board Direction or Board Action.
LUNCH RECESS (12:05 p.M.)

RECONVENE (1:08 p.M.)
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+MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢JANUARY 16, 2013 AT 8:30 A.M. ¢

Chair Schapmire reconvened the meeting at 1:08 p.Mm.

— T RETIREMENT ADMINISTRATOR’SREPORT 7777

o Certificate of Achievement for Excellence in Financial Reporting
Form 700 Statement of Economic Interests

s Operations and Benefits Staff Update

e Training and Education

Board by Chair Schapmire.

There was no reportable Board Direction or Board Action.

8) MONTHLY FINANCIAL REPORT
e Budget Review FY 2012-2013
e November 2012 Preliminary Statement

' Presenter/s: Rich White referenced informaticn prev1o%sly'?shstr1buted to the Board including the
monthly statements. He noted changes made in the?‘repérts as directed by the Board at the last
meeting, including rounding the numbers to the*’ﬁi he%f whole dollar amount. The six-month
budget report was presented and it was noted, tbat the report format was changed from the
previous fiscal year in order to provide, adct\;tloﬁal report organization and detailed information on

~monthly charges for certain categorges M&@Ié&%ere are multiple sources within the line 1tem, such

~ as legal expenses which include muffip\e legal firms.

. %3.1
The Board asked many questions:e -about the reports. Mr. Sakowicz liked the revised format. Mr.
Stephens felt the reports prov@ed wseful information and he wanted the imputed Kings Court rent
discussed with Gallina LL;JE % \Kmldsen asked about the Cornerstone Fees budget line item. Mr.
White mentioned that me»gsfone cannot bill fees directly and that they deduct shares to pay our
fees. It was felt that Cornerstone may no longer need to remain as a line in the budget. Mr. Weer
referenced the statf fralmng line item and explained the County budget reporting process to the
Board.

Buek efﬂe?flént funds on monthly financial reporting. Accountmg for the imputed rent will be
dlscugsgd with our external auditor, Gallina LLP, and will be reviewed by the Board next meeting.
The Staff Education Budget will be brought back for discussion and possible action at our next
meeting. :
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¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢JANUARY 16, 2013 AT 8:30 A.M. ¢

9) COMMUNICATIONS
e Letters to the Editor

E— — e Wall Street Journa jcles -

Mr. Stephens stated that he did not submit a letter to the editor of the Anderson Valley Advertiser. He di
write a letter and had provided copies to Farm Bureau Board members. .

There was no reportable Board Direction or Board Action.

10) GENERAL BOARD MEMBER DISCUSSION

Board Direction: Staff and legal counsel will research the government co
safety / probation member seat on the Board.

There was no reportable Board Action.

ADJOURNMENT (2:45 p.M.)
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Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

Richard A. White, Jr.
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013

To: Board of Retirement

From: Richard White, Retirement AdministratoW
Subject: Monthly Investment Report

A. Quarterly Investment Performance Report

The Board of Retirement has the responsibility for the administration of MCERA for the benefit
of plan participants. The Board adopted the Investment Policy Statement which provides a

~ framework for the management of the assets of MCERA. As described in the Statement, “the
Board shall review MCERA’s investments quarterly, or as needed, to ensure that policy
guidelines continue to be met. The Board shall monitor investment returns on both an absolute
basis and relative to appropriate benchmarks and peer group comparisons.” -

In compliance with the Statement, the MCERA investment consultant will present the 4th
Quarter Investment Performance Report to the Board. The report will be presented by Greg
Ungerman and Greg DeForrest of Callan Associates Inc.

The material is provided to the Board of Retirement as a separate report.

raw
Attachment



Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

Richard A. White, Jr.
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013

To: Board of Retirement /
From: Richard White, Retirement Administratow
Subject: External Audit Report ‘

Audit Report. Each year MCERA conducts an audit of its financial condition as required by
Government Code Section 31593. Per the code section, the Board may retain the services of a
Certified Public Accountant (CPA) or use the County Auditor-Controller. The Association
retained Gallina, LLP to conduct the annual audit of our financial statements and supplementary
information for the year ended June 30, 2012. The draft audit, prepared by Daniel Matzinger and
Crystal Ekanayake, is included in your Board materials for your review, discussion and approval
at the Board meeting. The audit report was prepared with the assistance of The Segal Company
and Hansen Bridgett.

The draft audit report was reviewed and approved (with changes) by the Audit and Budget
Committee at their January 28, 2013 meeting. .

The approved audit report will be incorporated into the Comprehensive Annual Financial Report
(CAFR).

Recommended Motion/Action:
1. Accept the independent audit prepared by Gallina, LLP.
2. Transmit a copy of the audit to the Board of Supervisors per GC Section 5193, the
Auditor-Controller, and State Controller’s Office.
Alternatives:

None that provide for compliance with GC Section 5193.

Daniel Matzinger and Crystal Ekanayake, Gallina LLP will be happy to address any questions
related to the audit.

RAW
Attachment



§31593. Audit and report
The retirement board shall conduct an audit of the retirement system at least once every

12 months and report upon its financial condition. The retirement board may retain the services

of a certified public accountant to perform the annual audit. That audit shall be performed

in accordance with generally accepted auditing standards. The cost of the audit shall be

considered a cost of the administration of the retirement system. The audit report shall address
the financial condition of the retirement system, internal accounting controls, and comphance

with applicable laws and regulations. A copy of the audit report shall he filed with the board of
SUPErvisors.

Nothing in this section shall preclude the retirement board from selecting the county
auditor to perform the annual audit, and if so done, the cost of that audit shall he considered a
cost of the administration of the retirement system.

At the request of the county board of supervisors, the county auditor may audit the
accounts of the retirement system. The expense of that audit shall not be a cost chargeable by
the county to the retirement system.

- (Added by Stats. 1947, Ch. 424, Sec. 1)
(Repealed and added by Stats. 1998, Ch. 109 (A.B. 1766), Sec. 5 and 6)
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GALLINA.

CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Retirement

Mendocino County Employees' Retirement
Ukiah, California

We have audited the accompanying
Employees' Retirement Association
June 30, 2012, and the related statemet
ended. These financial statements are th

consideration of intern
> appropriate in the circ
‘of MCERA's internal

t fairly, in all material respects, the financial
change ts financial status for the year then ended in
accepted in the United States of America.

1 ages 4 through 8, and other required supplementary
information listed in t fents ar “a required part of the basic financial statements but are
supplementary inform by accounting principles generally accepted in the United States of
America. We have nited procedures, which consisted principally of inquiries of
management regarding the methods of ‘measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Rancho Cordova, California
January 29, 2013
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Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Management's Discussion and Analysis (unaudited)
June 30, 2012

The following section provides an overview and analysis of the Mendocino County Employees' Retirement
Association (MCERA) financial activities for the year ended June 30, 2012. We encourage readers to
take into account the information presented here in conjun with additional information we have
furnished in the financial statements. .

Mendocino County Employees' Retirement Associ tion MC

MCERA provides service retirement, disabili
accordance with the County Retirement ;
Pursuant to certain provisions of the County R
employees' retirement system, established by the:
independent district within the C of Me
professional staff. |

ent Act, MCERA is a multi-a; cy
ty of Mendocino on January, 1, 1948, an
ocino, with a separate operating budget

Participating a

lan assets for the fiscal year were $12.6 million.
ributions, $4.8 million of member contributions
tions in plan assets) for the year were $24.9
o retirees and beneficiaries and $0.7 million

and a net investment loss of $4.0 m
million which included $24.2 mill

Budget

| budget. The CERL limits MCERA's annual administrative
nistration for computer software and hardware and computer
osts), to twenty-one hundredths of one percent (0.21%) of
MCERA's actuarial accrued | y or $2 Million, which ever is greater. Previously, the limit was
eighteen hundredths of one percent (0.18%) of MCERA's total assets. MCERA's administrative
expense of $698,463, excluding IT costs of $210,118, was 34.92% of the $2 million statutory cap.
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Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Management's Discussion and Analysis (unaudited), continued
June 30, 2012

Overview of the Financial Statements

on and overview of the MCERA Basic
_required disclosures are prepared in
as set forth by the Governmental
Statements are comprised of the

Managements' Discussion and Analysis serves as an introd
Financial Statements. The Basic Financial Statements
accordance with accounting principles and reportin
Accounting Standards Board (GASB). MCERA's
following;:

Statement of Net Assets Available for Benefi
The Statement of Net Assets Available for B
presents major categories of assets and liabiliti
liabilities, "Net Assets Available for Benefits,"
decreases in "Net Assets Available ° enefi
of whether MCERA''s financial positio

activities that increa:
year period of tim

4
ements and provide
d activities.

MCERA management is responsible for the comple r presentation of the financial information
in accordance with generally accept ing principles (GAAP) in the United States. To the best
of our knowledge, the enclosed data i 11 material respects and is reported in a manner
designed to fairly present the fin
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Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Management's Discussion and Analysis (unaudited), continued
June 30, 2012

Major Initiatives and Significant Events

Several major initiatives were undertaken during the year in

rates from July 2009 to January 2012.
e Significant progress was made in J
underpayments by members from
compliance with all Internal Revenue S
e Engaged a new actuary. to conduc
demographic assumptions, t {
2011 valuation study.

e The recruitment and select

to bring the Association
Revenue Service

strategic asset allocation policy
ieve MCERA's long-term investment
rt term returns are important to keep

conditions. The portfolio wa
2011 of 21.87%. Returns for

.09% and 5.63% for three, five and seven year periods ending
ciation maintains an assumed net rate of investment return of
on MCERA's investment portfolio is an integral component of the

7.75% per year. The rate o
‘plan as total investment income is typically the largest contributor to

annual addltlons to the pens



Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Management's Discussion and Analysis (unaudited), continued
June 30, 2012

Investment and Economic Summary, continued

1e best of a bad lot" in that the forecast
oked 'stellar' compared to the prospects
orowth was revised down to 2% and
equity markets could not maintain
retreated. The general safety of

The economic climate on June 30, 2012 was summarized a:
for GDP growth in the United States in the 2% range actuall
facing most of the globe's economies. First quarter (2012]
the second quarter (2012) came in at a very subdued
the swift pace set earlier in 2012 and the Russell 30t
U.S. Treasuries helped drive the U.S. Bond m
U.S. Equity markets marched downward exc

Funded Status and Actuarial Reporting

MCERA maintains a funding goal
and that, as a percentage of payroll,
Actuarial valuations are performed ",
triennially in accordance wi
the necessary funding
Association is com
changes in the con
investigation is undet
during the preceding t

ised . benefits. Each ye
s and the differe

liabilities was \
Association's UAAL as of June 30, .

_ remaining in the declining 30-year an
£

valuation increased to 25.65% of payroll from 23.57% in

The aggregate employer rate cal
te creased to 9.76% of payroll from 9.73% in last

last year's valuation. The aggr
year's valuation.

Awards and Achieve

cers ~A$ciation of the United States and Canada (GFOA) awarded a
Certificate of Achievement cellence in Financial Reporting to MCERA for its Comprehensive
Annual Financial Report for the fiseal year ended June 30, 2011. The Certificate of Achievement is the
highest form of recognition in governmental accounting and financial reporting, and its attainment
represents a significant accomplishment by a government and its management.

The Government Finance




Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Management's Discussion and Analysis (unaudited), continued
June 30,2012

Awards and Achievements, continued

nt unit must publish an easily readable
Report, whose contents conform to
both accounting principles generally

In order to be awarded a Certificate of Achievement, a gove
and efficiently organized Comprehensive Annual Fin
program standards. Such basic financial statements m
accepted in the United States of America and legal re

Request for Information

The financial report is designed to provide the MCERA Board of Retirement, our 1 v
taxpayers, investment managers and credltors general overview of MCERA finances and to
account for the money it receives. ing any of the information in this report or
requests for additional financial infi

625-B Kings Court
Ukiah, CA 95482
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Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Statement of Net Assets Available for Benefits
June 30,2012

Assets

Investments, at fair value:

Mutual funds $ 333,396,451
Cash equivalents 2,354,860
Real estate partnership 6,362,464

Real estate - property 992

Total investments, at fair value

Receivables:
Members' contributions
Employer contributions

Total receivables ,662

Other assets 3,786
343,136,215

142,052

257,351
$ 399,403

$ 342,736,812

See accompanying notes.



Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Statement of Changes in Net Assets Available for Benefits
for the year ended June 30, 2012

Additions (deductions) to net assets attributed to:
Investment income (loss):

Net depreciation in fair value of investments

$ (11,133,208)

Rent income, net of expenses 45,644
Interest income 64,384
Dividend income 7,260,965

Investment expenses 4)

Net investment loss
Contributions:

Members'
Employer

651,351

Total contribution

12,572,862

24,878,573

(12,305,711)

Beginning of yea 355,042,523

End of year $ 342,736,812

See accompanying notes.
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Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements
June 30,2012

Note 1: Description of Plan:

Description of Association and Applicable Provi

authority of the State of California as
of 1937 (Chapter 677 Statutes of A¢
defined benefit plan for the County o:
Russian River Cemetery District
become effective January 1, 1948,
1956.

as approved by the Board of Supervisors
integrated with Social Security on January 1,

Membership in the Plan

Retirees and beneficiaries ,217

Terminatin
receiving 356
1,069
2,642
3

gle with pooling (cost-sharing)
1l risks, rewards, and costs, including
individually to the employers. A single
ther special districts within Mendocino
pate.

32 hours per week become members of the
llowing employment. Employees are classified as
ent or Probation) members, and are assigned to one

by the Plan include normal retirement, disability retirement and
y retirement. A death benefit is available to beneficiaries. An
djustment of no more than 3 percent may be granted by the Board of
Retirement. For 2012, the Board of Retirement approved a cost of living increase of 3.0%,
depending on date of retirement, which became effective April 1, 2012.
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Note 1:

Note 2:

Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30,2012 :

Description of Plan, continued:

Description of Association and Applicable Provisions of the Law, continued:

ded by the Plan in the past. As of
ssumed responsibility for partial
s of the County of M cino,

Health benefits for retired employees hav
September 1, 1998, the County of ndocino ha
funding of the cost of health care for the retired emp
and will be responsible for the cost
are not in excess of required tra
September 22, 2009, the Board
stated that retiree health care would

) paid from earnings in excess of tra
s in the form of a premiu r eligibility for
1

health care coverage, p
to retirement with the C
health benefit program qualifi
care payments to.reimburse tk

unting Standards Board (GASB) accounting
, and financial statements are prepared using the accrual
ibutions are recognized in the period in which the
utions to the Plan are recognized when due and the
itment to provide the contributions. Benefits and
en due and payable in accordance with the terms of the Plan.

contributions are d
employer has made

Use of Es tima

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the Retirement Administrator to make
estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from these estimates.
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Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30, 2012

Note2: Summary of Significant Accounting Policies, continued:

Derivatives:

ivative instruments to minimize the

MCERA's investment policy permits the
i its i uations in financial and currency

create leverage.

During the year ended June 3
portfolio.

Custodial Credit Risk: ¢

ént, MCERA officers and
d diligence, MCERA has no

: erparty to a debt instrument will not fulfill
by the assignment of ratings by nationally recognized
Investment allocation guidelines according to the

Allowable . Current
Range Allocation
S. 33% -43% 41%
Non-U.S. Equity 20% - 30% 23%
U.S. Fixed Income ‘ 23% -33% 27%
Real Estate 4% - 14% 9%
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Note 2:

Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30,2012

Summary of Significant Accounting Policies, continued:

Credit Risk, continued:

le investment in real estate that is in
n stocks, MCERA has a goal of
diversifying the portfolio among a cre ustries that have sound long-term

growth potential. Similar restriction

Interest Rate Risk:

the interest rate will adv
pted a formal policy to

Interest rate risk is the risk
value of an investment.:
risk.

affect the fair
¢ intere '

Member Termir

he Céunty Courts, or special district,

the governing bod
ng erminate the applicability of the Plan

1€ adoption of an ordina

ssions; injuries to employees; natural disasters; and
ial markets. For the past several years, MCERA has obtained
insurance companies for errors and omissions coverage related
> | of Retirement, but all other risks of loss, except losses due to
depreciation in the fair market value of investments, is assumed by the sponsoring
employers. MCERA has effectively managed risk through various employee education and
prevention programs and careful selection of investments. Expenditures and claims are
recognized when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated.

coverage
to activities of t

-14-



- Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30,2012

Note 2: Summary of Significant Accounting Policies, continued:

Risk Management, continued:

The Mendocino County Department of esources has assumed the duties of
administering the health care claims of retire
MCERA came into full compliance '

flow of funding.

Based on Mendocino County B
Counsel concluded that the County
funding, administration decision-r
result, no incurred bu
statements for the year

or the year ended Ju
he payment of reti

instruments in the future, this
sactions.

ary government. Although the provisions
egii%vning after June 15, 2012, it seems to
MCERA as a component unit of the County
of Mendocino.

ori:of Accounting and Financial Reporting Guidance
9 FASB and AICPA Pronouncements, effective for
e 15, 2011, will improve financial reporting by
efforts to codify all sources of generally accepted accounting

GASB Statement
Contained in Pre-
periods beginning

Subsequent Eveht

Management has evaluated all subsequent events through January 29, 2013, the date the
financial statements were available to be issued. See Note 7 for additional information.
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Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30, 2012

Note 3: Investments:

hat do not have an established market
ts listed in the Statement of Net Assets
by the Association's agent in the
ive control over all 1nvestments of

Investments are reported at fair value. Investm
are reported at estimated fair value. All inve
Available for Benefits are registered se
Association's name. The Board of Retirem

[nvestment Policy, which provides th ~

for the management of MCERA . Policy establ ’1shes
MCERA's investment i
Retirement and the inves
Investment Policy and

respon
fund. Interest on funds in the

not affect the total value of the securities.

ses-on. inv ported as "net appreciation (depreciation)
in the falr value of investir ion of realized gains and losses is independent
of the calculation of n i n) in the fair value of Plan investments.

-16-




Note 3:

Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Notes to the Financial Statements, continued
June 30,2012

Investments, continued:

The Association's cash and investments stated air value as of June 30, 2012, are as

follows:

Cash in trust - Mendocino County

$ 2,354,860

Total cash equivalents

77.140.774
21.518.466

U.S. Government and corporate bo
International equities

Domestic equities - sm
Domestic equities - mid )
Domestic equities - large ' 725,492
Real estate 3,374,029

333,396,451

6,362,464
738,992

$ 342,852,767

-17-



Note 4:

Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30,2012

Fair Value Measurement of Investments:

counting Standards Codification (ASC)
vides the framework for measuring fair
archy that prioritizes the inpufs to
archy gives the highest priority to
1 assets or liabilities vel 1

Financial Accounting Standards Board (FASB)
820, Fair Value Measurements and Disclosure ‘
value. That framework provides a fair vab
valuation techniques used to measure fair value. Th
unadjusted quoted prices in active ts for id
measurements) and the lowest priori
three levels of the fair value hier

Level 1: Inputs to the valuation
assets or liabilities in active markets that

Level 2: Inputs to the
liabilities in active mark
inactive markets;..inputs

include: quoted prices.
for identical or similar assets or

s; quoted
than quoted prices that are’

ficant to the fair value measurement.
of observable inputs and minimize the

The following is a descl m
at fair value. Therehave b in the methodologies used at June 30, 2012.

The methods des d above may produce a fair value calculation that may not be as
indicative of net re le value or reflective of future fair values. Furthermore, while the
Plan believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain financial instruments could result in a different fair value measurement at the
reporting date.
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Note 4:

Mendocino County Employees' Retirement Association
. (A Component Unit of the County of Mendocino)
Notes to the Financial Statements, continued
June 30,2012 '

Fair Value Measurement of Investments, continued:

Mutual funds:
Bond funds
International securities
Domestic securities
Real estate

77.140.7
139,988,255

Total mutual funds

6,362,464
738,992

's Level 3
Real Estate -
Property

Balance, beginning of $ 738,992
Unrealized gains (loss -
Purchases -
Sales -

- Issuances -
Settleme -
Bal $ 738,992

-19-



Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Notes to the Financial Statements, continued
June 30,2012

Note 5: Contributions:

tes payable for fiscal year 2013-14
r rate depends on the member's age at
mbership, and tier. For fiscal year
tuarially determined rate of 25.65

The actuarially determined member contributi
average 9.76 percent of payroll. The actual
the time of hire, General, Safety, or Pro
2013-14, employers are also required to co:
percent of payroll in aggregate. The
Probation membership, and tier. T
annually to maintain the appropri
rate is actuarially determined to pro
the annual normal cost (basic and
actuarial accrued liabilit

mber and employer contribution rates ¢
4tatus of the Plan. The employer,

nt, $13,220,06
igation bonds, and the remai

9,541 was used to pay the costs
obligation bonds reduced the
ial accrued liability at June
9 indicated that the County

ed June 30, 2010, the prior actuary changed their
y inactive members. This change in assumption

benefits wi i ire t a later date. The result was an estimated increase of $3.3
million in | bution for the fiscal year ended June 30, 2012.

The UAAL as of 5 30, 2012 is $126.5 million, which the County of Mendocino is
required to amortize in the future. The funded ratio at June 30, 2012 is 74.1%, as indicated
on the Schedule of Funding Progress on Page 24. The Actuarial Valuation and Review
report issued by The Segal Company as of June 30, 2012 recommended employer and
member contribution rates that aggregate to 25.65% and 9.76%, respectively.
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Note 5:

Mendocino County Employees Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30, 2012

Contributions, continued: '

tary schedules was determined as part

The information presented in the requlred suppl
ddltlonal information as of the latest

of the actuarial valuation at the dates indic
actuarial valuation follows:

Valuation date

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method

years (declining) for all UAAL
arket value of assets less unrecognized returns

of retirement income

eral members: RP-2000 Combined Healthy

ortality Table for males and females, set back

2 years for males and 1 year for females

Safety/Probation members: RP-2000 Combined
Healthy Mortality Table for males and females,
with no setback for males and 1 year set
forward for females.

er disability General members: RP-2000 Combined Healthy
Mortality Table for males and females, set
forward 2 years.

Safety/Probation members: RP-2000 Combined
Healthy Mortality Table for males and females,
set forward 4 years.
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Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30,2012

Note 5: Contributions, continued:

Life expectancy after retirement for

employee contribution rate purposes members: RP-2000 Combined Healthy

Table for males and females, set back

Healthy Mortaﬁt& Table for males
with no setback for males and 1 year

Note 6: Reserves:

reserves of $3,550,728,
the event that sufficient

estments are not
ings to the extent

f the .various reserve accounts,
fits at June 30, 2012 (under
- valuation purposes) is as

$ 62,997,613
(35,311,033)
270,972,746

658,654
3,550,728 *
248,093

9,259
303,126,060

alized gain on investments 62,792,624
es (smoothed actuarial value

Retiree reserves
Undesignated reserves
1% contingency res:

365,918,684
ficit of reserves) (23,181,872)

Net assets held in trust of pension benefits $ 342,736,812

* Based on their June 30, 2012 valuation, Segal reported a 1% contingency reserve of
$3,431,339.
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Note 6:

Note 7:

Mendocino County Employees' Retirement Association
(A Component Unit of the County of Mendocino)

Notes to the Financial Statements, continued
June 30, 2012

Reserves, continued:

The undesignated reserve used historically for d mg health care benefits of retirees was

derived from excess earnings of the Associati

Subsequent Events:

Subsequent events are those events
date of the financial statements, b

million between July
highly volatile resulting

“and 2011-12, as
d have been. This

e in effect January 8,

11 tax laws and regulations.
end of fiscal year 2012-13.

t is expected to be compls

g :
1 years ending June 30, 2004 through
h Govemment Code Sectlon 315294

being reviewed by tax counsel, actuary,
p findi d recommendations for submission to the
ommon to retirement systems such as MCERA that are
ployees' Retirement Law of 1937 has begun. The IRS

‘to MCERA, is expected to be completed sometime in

and an accounting fi
IRS. The IRS review

review, including any i
calendar year 2013.
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Mendocino County Employees' Retirement Association

(A Component Unit of the County of Mendocino)
Required Supplementary Information (unaudited)
June 30,2012

Schedule of Funding Progress (dollar amounts in thousands)
Actuarial Actuarial Accrued Unfunded 4 UAAL as a

Actuarial Value of Liability ("AAL'") AAL Funded Covered % of Covered

Valuation Assets - Entry Age ("UAA ‘Ratio Payroll Payroll
Date (a) ' (b) ] (c) ((b-a)/¢)

6/30/2005 $ 253,487 $ 289,467 $ 57,664 V

6/30/2006 288,461 320,123 )

6/30/2007 317,937 358,259

6/30/2008 353,421 373,832
6/30/2009 336,263 0

6/30/2010 343,202
6/30/2011 347,732

6/30/2012 362,487

133
194.7%

Annual
Year Require:
Ended Contribut
6/30/2005
6/30/2006
6/30/2007
6/30/2008
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Richard A. White, Jr. Telephone: (707) 463-4328

Retirement Administrator (707) 467-6473
Fax: (707) 467-6472
MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013
To: Board of Retirement
From: Richard White, Retirement Administrator@
Subject: Actuarial Valuation of June 30, 2012

The Board received The Segal Company presentation of the Actuarial Valuation of June 30,
2012 at your meetings on December 12, 2012 and January 3, 2013. The report summarizes the
actuarial data used in the valuation, establishes the funding requirements for the fiscal year 2013-
2014 and analyzes the preceding year’s experience. The presentations were opportunities for the
Board and our stakeholders to review the report with the actuary prior to taking formal action on
it.

At the January meeting, the Board requested that the Audit Report be reviewed by the Audit and
Budget Committee before taking further action on the actuarial valuation to ensure consistency
of information contained in both reports. The committee met on January 28, 2013 and has
recommended the draft audit for approval by the Board at this meeting under a separate agenda
item.

Mr. Andy Yeung, Vice President and Associate Actuary, The Segal Company, will be in
attendance to review the valuation report and answer any questions the Board or public may have
as the report will be considered for approval.

Recommended action: Approve the Actuarial Valuation of June 30, 2012.

RAW
Attachments



Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

Richard A. White, Jr.
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

* Date: February 20, 2013

To: ‘Board of Retirement
From: Richard White, Retirement Administrator
Subject: Discussion and Possible Action Regarding a Cost of Living Adjustment (COLA)

as of April 1, 2013
Discussion

Pursuant to Government Code Section 31870.1, MCERA annually adjusts the benefit allowances
relative to the increase or decrease in the Consumer Price Index (CPI). This adjustment, known .
as a Cost of Living Adjustment (COLA), is effective April 1st of each year. MCERA’s actuary,
The Segal Company, calculates the amount of the COLA, if any, that shall be granted to retirees
for the year following April 1 according to the formula described in the law. Section 31870.1
states that any increase or decrease in the CPI is to be rounded to the nearest one-half of one
percent (2.22% rounded to 2.00%).

The COLA may be increased up to the maximum of three percent (3%) by applying accumulated
adjustments carried forward from those years where the increase in the reported cost of living
exceeded three percent. For benefit recipients who began receiving benefits on or before April 1,
19835, their allowances will be increased by a 3.0% COLA, with 1.0% deducted from their
COLA banks. For benefit recipients who began or will begin receiving benefits on April 2, 1985
through April 1, 2013, their allowances will be increased by 2.0% with no reduction in their
COLA banks, since their COLA banks are presently at zero.

Note that members with membership dates on and after January 1, 2013 will be placed in
separate tiers due to the recent CalPEPRA legislation. Since the new tiers have a 0% COLA
provision, the COLA discussed above will not apply to retired members and beneficiaries
enrolled in those tiers.

Recommended Motion/Action

Approve the Cost of Living Adjustment (COLA) calculated by The Segal Company as of April
1,2013.

raw
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$31870.1. Determination; maximum annual change of three percent in allowances; limitation
on reduction

The board shall before April 1 of each year determine whether there has been an
increase or decrease in the cost of living as provided in this section.

Notwithstanding Section 31481 or any other provision of this chapter (commencing
with Section 31450), every retirement allowance, optional death allowance, or annual death
allowance payable to or on account of any member, of this system or superseded system who
retires or dies or who has retired or died shall, as of April 1st of each year, be increased or
decreased by a percentage of the total allowance then being received found by the board to
approximate to the nearest one-half of 1 percent, the percentage of annual increase or decrease
in the cost of living as of January 1st of each year as shown by the then current Bureau of Labor
Statistics Consumer Price Index for All Urban Consumers for the area in which the county
seat is situated, but such change shall not exceed 3 percent per year; however, the amount of
any cost-of-living increase or decrease in any year which is not met by the maximum annual
change of 3 percent in allowances shall be accumulated to be met by increases or decreases n
allowance in future years; except that no decrease shall reduce the allowance below the amount
being received by the member or his beneficiary on the effective date of the allowance or the
application of this article, whichever is later.

(Amended by Stats. 1978, Ch. 900, Sec. 11)



TSEGAL

THE SEGAL COMPANY ' o . o
Retirement AssAndy Yeung, ASA, MAAA, FCA, EA

RN

- 100 Montgomery Street Suite 500 San Francisco, CA 94104-4308 Vies President & Associate Actuary
it L2 LA
T 415.263.8200 F 41 5.263.8290 www.segalco.com ayeung@sgga]coycem
- VIA EMAIL & USPS
January 23, 2013

Mr. Richard A. White

Retirement Administrator

Mendocino County Employees' Retirement Association
625-B Kings Court

Ukiah, California 95482

Re: Mendocino County Employees' Retirement Association
Cost-of-Living Adjustments (COLA) as of April 1, 2013

Dear Rich:

We have determined the cost-of-living adjustments for the Association in accordance with
Section 31870.1, as provided in the enclosed exhibit.

The cost-of-living factor to be used by the Association on April 1, 2013 is determined by
comparing the December CPI for the San Francisco-Oakland-San Jose Area (with 1982-84 as
the base period) in each of the past two years. The ratio of the past two December indices,
239533 in 2012 and 234.327 in 2011, is 1.0222. The County Law section cited above indicates
that the resulting percentage change of 2.22% should be rounded to the nearest one-half
percent, which is 2.0%.

Please note the above cost-of-living adjustment calculated using established procedures for
MCERA may result in adjustments different from those calculated using alternative procedures

by other systems.

Note that members with membership dates on and after January 1, 2013 will be placed in
separate tiers due to the recent CalPEPRA legislation. Since the new tiers have a 0% COLA
provision, the enclosed exhibit is not applicable to retired members and beneficiaries with

membership dates on and after January 1, 2013.

The actual cost-of-living adjustment is dependent on date of retirement. The CPI adjustment to
be applied on April 1, 2013 is provided in Column (4) of the enclosed exhibit. The COLA bank-
on April 1, 2013 is provided in Column (5).

Benefits, Compensation and HR Consulting Offices throughout the United States and Canada

M‘,‘:’j: G
’;'l‘f'c‘ Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms




Mr. Richard A. White
January 23, 2013
Page 2

Please give us a call if you have ariy questions.

Sincerely,

Aoy U

Andy Yeung

AW/hy

Enclosure
5229053v1/13459.001



Mendocino County Employees' Retirement Association
Cost-Of-Living Adjustment
As of April 1, 2013

Q) (2 3) 4) (5)
- = April 1, 2012 e eSS AR 2013 T T
Accumulated CPI CPI CPI Accumulated
Retirement Date Carry-over Change* Rounded**  Used** _ Carry-over~
Tiers 1,2and 3
Section 31870.1
Maximum Annual COLA 3.0%

On or Before 4/1/1971 54.0% 2.22% 2.0% 3.0% 53.0%
04/02/1971 to 04/01/1972 52.0% 2.22% 2.0% 3.0% 51.0%
04/02/1972 to 04/01/1973 51.0% 2.22% 2.0% 3.0% 50.0%
04/02/1973 to 04/01/1974 50.5% 2.22% 2.0% 3.0% 49.5%
04/02/1974 " to 04/01/1975 47.5% 2.22% 2.0% 3.0% 46.5%
04/02/1975 to 04/01/1976 42.5% 2.22% 2.0% 3.0% 41.5%
04/02/1976 to 04/01/1977 37.5% 2.22% 2.0% 3.0% 36.5%
04/02/1977 to 04/01/1978 37.0% 2.22% 2.0% 3.0% 36.0%
04/02/1978 to 04/01/1979 34.5% 2.22% 2.0% 3.0% 33.5%
04/02/1979 to 04/01/1980 30.0% 2.22% 2.0% 3.0% 29.0%
04/02/1980 to 04/01/1981 26.5% 2.22% 2.0% 3.0% 25.5%
04/02/1981 to 04/01/1982 14.5% 2.22% 2.0% 3.0% 13.5%
04/02/1982 to 04/01/1983 4.5% 2.22% 2.0% 3.0% 3.5%
04/02/1983 to 04/01/1984 2.0% 2.22% 2.0% 3.0% 1.0%
04/02/1984 to 04/01/1985 2.0% 2.22% 2.0% 3.0% 1.0%
04/02/1985 to 04/01/1986 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1986 to 04/01/1987 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1987 to 04/01/1988 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1988 to 04/01/1989 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1989 to 04/01/1990 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1990 to 04/01/1991 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1991 to 04/01/1992 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1992 to 04/01/1993 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1993 to 04/01/1994 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1994 to 04/01/1995 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1995 to 04/01/1996 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1996 to 04/01/1997 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1997 to 04/01/1998 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1998 to 04/01/1999 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/1999 to 04/01/2000 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2000 to 04/01/2001 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2001 to 04/01/2002 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2002 to 04/01/2003 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2003 to 04/01/2004 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2004 to 04/01/2005 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2005 to 04/01/2006 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2006 to 04/01/2007 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2007 to 04/01/2008 - 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2008 to 04/01/2009 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2009 to 04/01/2010 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2010 to 04/01/2011 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2011 to 04/01/2012 0.0% 2.22% 2.0% 2.0% 0.0%
04/02/2012 to 04/01/2013 2.22% 2.0% 2.0% 0.0%

* Based on ratio of December 2012 CP!I to December 2011 CPI for the San Francisco - Oakland - San Jose Area.
** Based on CPI change rounded to nearest one-half percent.

=+ These are the cost-of-living adjustment factors to be applied on April 1, 2013.

== These are the carry-over of the cost-of-living adjustments that have not been used on April 1, 2013.



Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

Richard A. White, Jr.
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013

To: Board of Retirement

From: Richard White, Retirement Administratm@
Subject: Monthly Financial Report

A. Financial Reports

The monthly reports for December, 2012 (final version) are included for your review.

1. Statement of Plan Net Assets.

e This report details a “snapshot’ of account balances for the period covered and
the fiscal year to date activity. The report indicates the assets available for
future payments to retirees and any current liabilities owed.

2. Statement of Changes in Plan Net Assets.

e This report details a view of the current fiscal year additions to and deductions
from the plan and covers the most recently available and the fiscal year to date
activity. '

3. Cash Flow Analysis. ,

e This report is a ‘snapshot’ of the cash available to MCERA during the
reporting period. MCERA monitors the cash within the fund in accordance
with the cash flow policy.

4. Vendor Ledger.

e This report is generated from the Peachtree accounting system and includes

vendor transactions and balances for the month of January, 2013.

B. Training Courses for MCERA Staff for remainder of Fiscal Year

This report is provided as a separate item.

raw
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MENDOCINO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
STATEMENT OF PLAN NET ASSETS
December 31,2012

(FINAL)

ASSETS

CASH AND EQUIVALENTS

Trust Cash-held at county $ 4,088,208

TOTAL CASH AND EQUIVALENTS 4,088,208
CURRENT ASSETS «

Accounts Receivable 3,000

. Recoupments 1,509

TOTAL CURRENT ASSETS 4,509
PROPERTY AND EQUIPMENT

Equipment 3,786

TOTAL PROPERTY AND EQUIPMENT 3,786
INVESTMENTS, ADJUSTED TO MARKET

Unrealized Gain(Loss) Invest 40,010,585

Fixed Income 90,619,505

International Equities 86,115,122

Small Cap Equities 20,633,686

Mid Cap Equities - 13,452,353

Large Cap Equities 80,861,547

Real Estate 29,648,196

TOTAL INVESTMENTS, AT MARKET 361,340,994
TOTAL ASSETS . S 365,437,497
LIABILITIES
CURRENT LIABILITIES

Accounts Payable $ 45,356

Accrued Wages -.1920 Account 196,457

Buck Settlement Reserve 248,093

TOTAL CURRENT LIABILITIES : 489,906
TOTAL NET ASSETS $ 364,947,591

UNAUDITED - FOR INTERNAL USE ONLY



MENDOCINO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
STATEMENT OF CHANGES IN PLAN NET ASSETS
For the Six Months Ended December 31,2012

(FINAL)
‘ CURRENT MONTH YEAR TO DATE

ADDITIONS :

CONTRIBUTIONS

Employer $ 970,845 $ 6,936,528
Plan Members 503,597 2,394,556
TOTAL CONTRIBUTIONS 1,474,442 9,331,084
INVESTMENT INCOME

Unrealized Gain/(Loss) Invests (4,207,648) 11,131,403
Rental Income, Net of Expenses 4,138 16,437
Interest 0 13,819
Dividends ‘ 4,028,400 5,359,539
Capital Gains . 9,793,253 9,994,643
Less Investment Expense » (63,669) (277,726)
Net Inestment Income ' 9,554,474 26,238,115
TOTAL ADDITIONS 11,028,916 35,569,199
DEDUCTIONS

Benefit Payment, Subsidies, & Refunds (2,016,710) (13,003,619)
Administrative Expenses (63,860) (354,798)
TOTAL DEDUCTIONS 2,080,570 13,358,417
Increase (Decrease) in Net Assets ' 8,948,346 22,210,782
NET ASSETS ’

Beginning of Period 355,999,248 342,736,812
End of Period $ 364,947,594 $ 364,947,594

UNAUDITED- FOR IINTERNAL USE ONLY



MENDOCINO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
CASH FLOW ANALYSIS

For the Seven Months Ended January 31,2013

ADDITIONS
CONTRIBUTIONS
Employer

Plan Member

TOTAL CONTRIBUTIONS

INVESTMENT INCOME

. Rental Income, Net of Expenses
Interest
Dividends

" Capital Gains

Less Investment Expense
TOTAL INVESTMENT INCOME

TOTAL ADDITIONS

DEDUCTIONS
Benefit Payments and Subsidies
Administrative Expenses

TOTAL DEDUCTIONS

OTHER INCREASES/(DECREASES)
Accounts Receivable

Accounts Payable

Buck Settlement

Sale/Purchase of Investments

TOTAL OTHER INCREASES/(DECREASES)

INCREASE (DECREASE) IN CASH

SUMMARY
Cash at End of Period
Cash at Beginning of Period

INCREASE (DECREASE) IN CASH

(Final)

CURRENT MONTH YEAR TO DATE
0 6,936,528
0 2,394,556
0 9,331,084
3,696 20,132
0 13,819
107,804 2,077,051
0 0
(12,686) (290,412)
98,814 1,820,590
98,814 11,151,674
(2,087,451) (15,091,069)
(71,724) (426,519)
(2,159,175) (15,517,588)
261 (1,594)
249,237 337,085
0 0
0 3,673,248
249,498 4,008,739
(1,810,863) $ (357,175)
2277347 $ 2,277,347
4,088,210 2,634,526
(1,810,863) § (357,179)

UNAUDITED - FOR INTERNAL USE ONLY




Richard A. White, Jr.
Retirement Administrator

Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013

To: Board of Retirement

From: Richard White, Retirement Adminis‘uratorga
Subject: TRAINING COURSES FOR MCERA STAFF

Recommended action: Approve the training plan for the remainder of Fiscal Year 2012/13 and
authorize the amount of $19,025 to be added to the budget for these courses.

Training Plan for the Remainder of Fiscal Year 2012/13

The Board of Retirement received the mid-year budget review at the January meeting where there
was discussion regarding the training and education plan for the MCERA staff. It was noted that
the budgeted amount of $5,000 for the Fiscal Year was exceeded during the first six months and it
was suggested to the Board that I anticipated that the training budget would be further exceeded
during the second half of the fiscal year because of the training courses scheduled for staff during
this time period.

The Board asked for a detailed description of these training courses and the budget for them which
are included on the attached sheet. The training plan lists a number of the usual training courses
for staff members such as the CALAPRS Roundtables which are one day sessions that are
dedicated to a specific group (e.g., administrator, investment officer, benefits and operations,
disability, etc) and have agendas that are topical and tailored to the time and the SACRS
conferences. The training plan also lists a couple of courses that are non-recurring courses but
which are important for the staff to attend.

1. The CALAPRS Management and Leadership Academy is a multi-session course

designed for a supervisor in a small system such as ours with a couple of years of
experience leading a team in benefits, accounting, investments and administration. The
course is conducted by the San Diego based Centre for Organizational Effectiveness.
Two of the three sessions are presented during this fiscal year. I recommend that Katy
Richardson be approved to atteﬁd this course. The course description is included for the

Board’s information.



2. The CALAPRS Course in Retirement Plan Administration is a multi-session course

designed to inform staff members of retirement systems about the operations of
California public pension plans. The initial overview course will be held in this fiscal
year with the two remaining courses held during the second half of this calendar year. I

recommend that Chris O’Ferrall be approved to attend this course.

I think it is important to note the importance of training in the development and retention of
professional staff and the benefits redeemed by an organization, especially one the size of
MCERA, from the networking with the staffs of other public pension systems.

The training of staff is consistent with the mission and core values of MCERA and a number of
strategic plan objectives, including one to “pursue staff development, cross-training, and
succession planning.”

Training Programs

The following organizations provide training and education courses for trustees and staffs of
public pension funds in California. MCERA is a member of many of these organizations through
an annual membership fee which give MCERA access to all the benefits of the organization that
includes educational publications and access to the membership network. The training and
education courses offered to trustees and staff at provided for an additional minimal tuition fee.

CALAPRS: The California Association of Public Retirement Systems is a state-wide
association of public pension funds, including the 1937 Act funds; independent cities and
counties; the state teacher’s retirement system (CalSTRS) and the state public employees
retirement system (CalPERS).

CALAPRS sponsors educational forums for sharing information and exchanging ideas among |
trustees and staff of California public retirement systems to enhance their ability to administer
public pension plan benefits and manage investments consistent with their fiduciary responsibility.

CALAPRS carries out its mission through an annual conference called the General Assembly,
round table meetings for discussion of topics of interest, the annual Principles of Pension
Management course for Trustees, the Overview, Intermediate, and Advanced Staff Training,
Disability Staff Training and the Management/Supervisory Academy.

The Roundtable groups are: Trustees, Administrators, Benefits staff, Accountants, Administrative
Assistants, Attorneys, Investment Officers, Communications, and Information Technology staff of
the member public retirement systems in California.

SACRS: The State Association of County Retirement Systems is a state-wide association of the
twenty county public pension retirement systems that operate under the 1937 Act. The specific
and primary purposes of SACRS are to provide forums for disseminating knowledge of and
developing expertise in the operation of county retirement systems existing under the County
Employees Retirement Law of 1937 and to foster and take an active role in the legislative process
as it affects county retirement systems.



NCPERS: The National Conference on Public Employee Retirement Systems is the largest
trade association for public sector pension funds, representing more than 550 funds throughout the
United States and Canada. It is a unique non-profit network of trustees, administrators, public
officials and investment professionals who collectively manage nearly $3 trillion in pension assets
held in trust for approximately 21 million public employees and retirees — including firefighters,
law enforcement officers, teachers, and other public servants.

GFOA: The Government Finance Officers Association mission is to enhance and promote the
professional management of governments for the public benefit by identifying and developing
financial policies and best practices and promoting their use through education, training,
facilitation of member networking, and leadership.

IFEPB: The International Foundation of Employee Benefit Plans is a nonprofit organization,
dedicated to being a leading objective and independent global source of employee benefits,
compensation and financial literacy education and information.

The Foundation delivers education, information and research, and networking opportunities to
thousands of benefits and compensation professionals who have come to rely on it for objective,
accurate, and timely information.

NIRS: The National Institute on Retirement Security is a non-profit research and education
organization established to contribute to informed policymaking by fostering a deep understanding
of the value of retirement security to employees, employers, and the economy as a whole.

raw
Attachments
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CALAPRS

EDUCATION - COMMUNICATION - NETWORKING
California Association of Public Retirement Systems

2013 MANAGEMENT/LEADERSHIP ACADEMY

A THREE-MODULE COURSE: APRIL 15-16, JUNE 3-5, AND JULY 22-24,2013
to be held at the
LOS ANGELES MARRIOTT BURBANK AIRPORT, BURBANK, CA

THE NEED: Public retirement systems offer management challenges far different than those found in either
the private sector or other government settings. But training to fill this unique need is not readily available.

THE SOLUTION: The CALAPRS Board of Directors is pleased to offer the Management/Leadership
Academy again in 2013. The Academy is for mid-level managers in larger systems and supervisors in
smaller systems. The ideal candidate is a retirement system subordinate manager or supervisor with a
couple of years of experience leading a team in benefits, accounting, investments or administrative aspects
of your public retirement system.

The CALAPRS Board of Directors has contracted with The Centre for Organization Effectiveness based
in San Diego to present the course. The Centre has the best approach and training resources to give
Academy students outstanding training and exposure to enterprise management, problem solving,
leadership and a feedback component in the retirement system context. Previous students have given the
Academy rave reviews. Here’s a typical comment: “The information presented was top level, but to be
able to discuss it with the other retirement system students made the Academy a truly wonderful and
beneficial experience. I know it will make me a better retirement manager for years to come.” Gladys

Smith, Benefits Manager, San Mateo County Employees’ Retirement Association.

THE ACADEMY IS ORGANIZED INTO THREE MODULES:

MODULE ONE MODULE TWO MODULE THREE
APRIL 15-16 JUNE3,4&5 JuLY 22,23 & 24
BEING AN 360° SURVEY . INTER- DECISION PERFORMANCE
EFFECTIVE FEEDBACK GENERATIONAL MAKING & MANAGEMENT
MANAGER » Leadership WORKFORCE INVOLVEMENT | » Model of
» Changing Competencies ISSUES » Types of Decisions Performance
Role/Expectations | » Review 360° Survey | » Generational » A Decision Making Management
» Emerging HR Reports Differences Model » Measuring
Trends in Industry | » Prepare Individual > Defining > Levels of Performance Against
> Top 10 Success Development Plans Characteristics Involvement Goals/Standards
Tips for Managers | » Coaching Activities | » Managing & > Real Cases and > Giving Performance
‘ Recruiting Decisions Feedback
4 » Dealing with Poor
A Performers
CUSTOMER EFFECTIVE ETHICAL STRATEGIC MANAGING
SERVICE FOCUS INFLUENCE DILEMMAS THINKING & CHANGE
» Who Are Our SKILLS » What are Ethical PLANNING » Manager’s Role in
Customers? > Power Bases Dilemmas? » What is Strategic Change
» Clarifying > Exchange Theory |» Case Examples Thinking? » Change Model
Expectations » Generational » 7-Step Model to > Strategic Planning » Change vs.
» Customer Service Differences Resolve Model Transition
Model » Understanding > SWOT Mock » Mindsets
» Feedback From Stakeholders Analysis Overcoming
Customers > Practical Tips » Balanced Resistance
» Service & Scorecard
i;:;fggtlon > Business Metrics GRADUATION




CALAPRS

EDUCATION - COMMUNICATION - NETWORKING
California Association of Public Retirement Systems

WHERE AND WHEN:

Each of the Academy’s three Modules will be held at the Marriott Burbank Airport.

« MODULE ONE starts at 10 AM on Monday, April 15th.
1. On April 15th, lunch will be provided and a working reception will follow the formal instruction;
students will be on their own for dinner.
2. A buffet breakfast and lunch will be provided on Tuesday, April 16th.
3. The Module ends after lunch (1 PM) on April 16th.

o MODULE TWO starts at 10 AM on Monday, June 3rd.
1. On June 3rd, lunch will be provided and a working reception will follow the formal instruction;
students will be on their own for dinner.
2. On June 4th and 5th, buffet breakfast and lunch will be provided; on June 4th a working reception
will follow the formal instruction; students will be on their own for dinner.
3. The Module ends after lunch (1PM) on June 5th.

« MODULE THREE starts at 10 AM on Monday, July 22nd.
1. On July 22nd, lunch will be provided and a working reception will follow the formal instruction;
students will be on their own for dinner.
2. On July 23rd and 24th, buffet breakfast and lunch will be provided; on July 23rd a working reception
will follow the formal instruction; students will be on their own for dinner.
3. The Module ends with Graduation and lunch (1IPM) on July 24th.

EACH STUDENT AND HIS/HER ADMINISTRATOR MUST COMMIT TO ATTENDANCE BY
THE STUDENT AT ALL THREE MODULES. Since the Academy Modules are cumulative, persons
may not be substituted after the start of the first Module.

HOTEL & TRAVEL ARRANGEMENTS:! .

It is the System’s responsibility to assure that students attend each Module and make appropriate hotel and
travel arrangements for Academy student(s) at the system’s expense. CALAPRS has arranged for a
discounted room rate at the Marriott Burbank Airport of $129/night and encourages students to stay in the
hotel for the following nights: April 15, June 3 & 4, and July 22 & 23. Instructions to obtain the discounted
room rate will be distributed with the student acceptance letters between March 11-15,2013. '

Los Angeles Marriott Burbank Airport — 2500 Hollywood Way, Burbank, CA 91505
Hotel: (818) 843-6000 - www.marriottburbankairport.com
COST:

Please consider thé Application your invoice. A separate invoice will not be sent. The total cost for each
Academy Student is $2,500 and must be paid by April 5,2013. The $2,500 covers the meals outlined above

and training resources for all three Modules. Tuition is non-refundable after the start of the first session.

HOW TO PARTICIPATE:
The Retirement System Administrator/CEO/Executive Director nominates the subordinate managers

(supervisors in smaller systems) for this unique training experience on the attached Application Form. The
Academy will be limited to 36 students. Systems may nominate up to six students; please rank the order in

which they should be accepted.

THE ACADEMY COMMITTEE: )

Chair: David Bailey, San Mateo County Employees Retirement Association
Anne Holdren, Kern County Employees’ Retirement Association

Marilyn Leedom, Contra Costa County Employees’ Retirement Association
Logistics: Kerry Parker and Alison Corley, CALAPRS




Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

Richard A. White, Jr.
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT

* UKIAH, CALIFORNIA 95482-5027

Date:  February 20, 2013

To: Board of Retirement
From: Richard White, Retirement Administrato@

Re: MCERA Strategic Plan

Background:

The Mendocino County Employees' Retirement Association (MCERA) met on October 17 and 18,2012 for the
first formal strategic planning session undertaken by the Board of Retirement. The session was facilitated by
Nancy Williams and Russ Charvonia, consultants from the Fiduciary Practice at the consulting firm Hewitt Ennis.
Knupp (HEK).

The Board discussed the mission statement, core values, goals and objectives in meetings subsequent to the strategic
planning session which ultimately resulted in the Board of Retirement taking action to formally approve the
strategic plan on January 16, 2013.

The approval of the strategic plan set in motion a series of events necessary to implement the goals and objectives in
the plan which includes the measurement of the progress of the plan and revision of the plan, as necessary. These
steps are detailed below and will be tracked in the upcoming months.

TARGET DATE ACTION ITEM REPORTABLE
ACTION

February 20, 2013 | Board reviews the proposed start and completion
dates to each of the Objectives

March 20, 2013 Board reviews the timelines and discusses the
budget requirements for the Objectives.

To be determined The Retirement Administrator collaborates with
the staff and creates action plans for Objectives
that are to start in 2013.

To be determined | The Board and staff reach agreement on the
"definition of success" for the Objectives that
are to start in 2013.

October 16,2013 The Board receives a progress report on the
progress of the strategic plan implementation.
October, 2014 The Board updates the strategic plan.

Action Item: Direction to staff based upon your review of the timeline plan for the implementation of the
objectives.

raw
Attachment
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Richard A. White, Jr. Telephone: (707) 463-4328

Retirement Administrator (707) 467-6473
Fax: (707) 467-6472
MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013
To: Board of Retirement
From: Richard White, Retirement Administrato@
Subject: Audit and Budget Committee
Introduction:

The Audit and Budget Committee met on January 28, 2013 to review the draft audit report and
discuss a number of other topics which are being considered and acted upon by the Board at
today’s meeting. The following are the topics covered by the Audit and Budget Committee:

A. Draft Audit Report. This item is being considered under a separate Board agenda item
at today’s meeting. The Audit and Budget Committee approved the draft audit and will
discuss their thoughts during that specific item. '

B. Discussion and Direction to staff regarding the timing and preparation of reports.

This item was a discussion regarding a suggested change to our current process of
compiling information for our valuation and audit. ~After discussion, the
Committee agreed that this issue should be brought to the full Board for
discussion in February.

Background: The Board is aware that MCERA is required to complete an
Actuarial Valuation and Audit Report on an annual fiscal year basis and that these
reports are expected to be completed by the end of December. MCERA has
experienced challenges meeting these deadlines for a variety of reasons, so it was
thought to examine the process and see if changes might be warranted.

In consultation with our professional service providers (The Segal Company and
Gallina), it was suggested that the Committee consider a modification to the
current process. [Essentially, the completion of the Actuarial Valuation and the
Financial Statements (Audit) requires information from both service providers at
different times throughout the development of these reports which actually builds
upon each successive step. In other words, one service provider prepares a report
which is sent to the other service provider which incorporates changes into the
initial report which is sent back to the other service provider which incorporates
those changes and so on. The process to develop these two reports is co-
dependent upon each other with the reports passed between both the actuary and



the auditor to ensure accuracy and completeness. the review by the Audit and
Budget Committee also pushes this cycle further along.

A suggested approach provided by the professional service providers is to
‘decouple’ the actuarial valuation and the financial statements.

In this approach, the auditor will use the latest Board approved actuarial valuation
from the previous period for the completion of the current fiscal year financial
statements.

The approach ensures that the information from the actuarial valuation used in the
completion of the financial statements has been fully vetted by the Audit and
Budget Committee and approved by the Board of Retirement before the
information is used in the preparation of the financial reports.

This approach would likely put the completion of the financial reports on a
different and more efficient timeline.

The benefits of this ‘decoupling’ approach include:

o The timeliness of the reporting of the financial statements is very
important and this revised process will could benefit MCERA in
this regards.

o The different process would assist Gallina in the preparation of the
financial statements. It should allow for a quicker turnaround time
and make the statements available for the staff and committee at an
earlier time.

o This would allow the Audit and Budget Committee to review a
final draft report in October/November time frame with the Board
of Retirement having the financial statements for approval in
November/December.

o Ensures the use of a Board approved Actuarial Valuation Report in
the preparation of the financial statements.

The down side to this suggested approach is that the use of the prior year actuarial
valuation means that in one fiscal year, the financial statements would be
completed using the actuarial valuation report from the previous fiscal year which
was also used for the previous financial reports. This would only happen once at
the transition to this revised process. The aspect would be fully explained and
noted in the financial report.

The cost associated with the proposed change was discussed by the Committee
and both Gallina and The Segal Company stated that there should not be an
additional cost with this approach. This approach might even result in a cost
savings.

Recommended action: Approve the change in the preparation of the financial
statements to permit the use of the previous fiscal year Actuarial Valuation Report.
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C. Audit and Budget Committee Charter.

This item was a discussion of adding an Audit and Budget Committee Charter to
the MCERA governance documents. The Committee recommendation was to
approve the draft Audit and Budget Committee Charter and present to the Board
on February 20, 2013 for approval and adoption.

Notable points about this Charter: ‘

e Becomes a standing committee of MCERA with noticed meetings,
posted agenda and approved minutes.

e Committee has four members to increase representation and provides for
a Committee Chair.

e Oversight of the preparation of the audited financial statements and
associated reports.

e Input to the preparation of the annual fiscal year administrative budget.

Recommended action: Approve the Audit and Budget Committee Charter.

. Budget Adoption Policy

This item was a discussion of adding a Budget Adoption Policy to the MCERA
governance documents. The Committee recommendation was to approve the
draft and present to the Board on February 20, 2013 for approval and adoption.

Notable points about this policy:
e Formalized roles of staff and Board.
e Establishes timeline for adoption of the annual budget.
e Links budget process with the Strategic Plan.

Recommended action: Approve the Budget Adoption Policy.

Attachments



Mendocino County Board of Retirement
Budget and Audit Committee Meeting
January 28, 2013
11:00 a.m.

Roll Call (11:00 a.m.)

Public Comment

Members of the public are welcome to address the board on subjects within the jurisdiction of the Board of Retirement
regarding items both on and off the agenda. The board is prohibited by law from taking action on matters not on the
agenda, but may ask questions to clarify the speaker’s comment and/or briefly answer questions. The board limits
testimony on matters not on the agenda to 5 minutes per person and not more than 10 minutes for a particular subject
at the discretion of the Chair of the Board. To best facilitate public expression please complete the speaker form
available at the entrance to the boardroom and present to the Clerk to the Board. If you wish to submit written
comments please provide 13 copies to the Clerk to the Board prior to the start of the meeting. Public speakers are
reminded to announce their names before they address the board.

1) Discussion and Approval of the draft June 30, 2012 Audit Report by Gallina LLP

2) Discussion and Direction to staff regarding the Comprehensive Annual Financial Report
(CAFR) and Audit Process

3) Discussion and Approval of the draft Budget and Audit Committee Charter
4) Discussion and Approval of the draft Budget Adoption Policy
5) Schedule the next Budget and Audit Committee meeting

Meeting Adjourned (Approximate Time 12:00 noon)

(Pursuant to Government Code Section 54954, this agenda was posted 72 hours prior to the meeting.)

LOCATION: Retirement Association Conference Room at 625-B Kings Court, Ukiah, CA 95482
Phone: 707-463-4328 Fax: 707-467-6472
Retirement Association Website: www.co.mendocino.ca.us/retirement




MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
AUDIT AND BUDGET COMMITTEE CHARTER

INTRODUCTION

1. The Board of Retirement has established a Budget and Audit Committee to assist it in
overseeing the Audit and Budget functions within MCERA.

2. The Budget and Audit Committee will make recommendations on matters pertaining to the budget and
audit of MCERA to the Board of Retirement

3. The Board Chair will appoint members of the Budget and Audit Committee and designate one member
to serve as the committee chair.

4.  The Budget and Audit Committee shall be comprised of four members of the Board of Retirement.

DUTIES AND RESPONSIBILITIES

1.

The Budget and Audit Committee will, from time to time, as determined to be in the best interest
of MCERA:

a.

Examine and approve the objectives and scope of annual financial Audit and Budgets, including
the audit plans of the external financial auditor, the duties and responsibilities of the external
financial auditor, and the timing and engagement fee of the annual financial audit;

Meet with the external financial auditor to review and discuss the annual financial statements;

Review the findings of the external financial auditor and review of Management Letter, and

any response thereto;
Recommend the approved annual financial statements to the Board of Retirement for approval;

Meet at least annually with the Retirement Administrator to discuss the effectiveness of the

internal financial and operational control policies;

Review the engagement of the external financial auditor at least évery three years and make
recommendations to the Board as to the appointment of the external financial auditor;

Review the findings or comments of any regulatory agencies concerning financial statements or
other information of MCERA;
Review and approve the proposed fiscal year budget prior to presentation to the Board of

Retirement.

February 20, 2013



MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

AUDIT AND BUDGET COMMITTEE CHARTER

MONITORING AND REPORTING

1.  The Budget and Audit Committee will:

a. Review, at least every three years, the performance and independence of the external financial
auditor, including the impact of any non-audit services performed for MCERA by the auditors,
or any affiliate thereof, on such independence;

b. Review any significant changes in accounting practices or policies that may have an impact on
MCERA or the Fund;

c. Report regularly to the Board of Retirement on its activities.

2. The Committee will perform any other duties that are assigned to it by the Chair of the Board.

CHARTER HISTORY

1.  This Charter was adopted by the Board of Retirement on February 20, 2013.
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MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
BUDGET ADOPTION POLICY

BACKGROUND AND PURPOSE

1. The Board of Retirement annually adopts a budget covering the expenses of administering the
retirement system. The administration expenses incurred in any year will be charged against the
earnings of the retirement fund and will not exceed twenty-one hundredths of one percent (0.21%)

of MCERA’s actuarial accrued liability or $2 Million, whichever is greater

2. The purpose of the Budget Adoption Policy is to establish the process by which the MCERA
annual budget is adopted by the Board of Retirement.

ROLES

1. The preparation and presentation of the budget is the responsibility of the Retirement Administrator.
2. The recommendation for the adoption of the annual budget is the responsibility of the Budget and

Audit Committee.

3. The adoption of an annual budget is the responsibility of the Board of Retirement.

GUIDELINES

General Provisions

1.  The Retirement Administrator will present to the Board of Retirement a proposed budget for the next
fiscal year that supports the initiatives set out in the Strategic Plan. The Budget will be presented for
adoption during the month of May.

2. The format of the proposed budget will organize expenditures within MCERA into the following

categories:

a. Personnel,;

b. Administrative;

c. Disability;

d. Building Expenses (625 Kings Court);
€. Technology;

f. Investments;

g. Such other functions that may be adopted by MCERA in the future.

February 20, 2013 1



MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

BUDGET ADOPTION POLICY

3. The Retirement Administrator is granted the authority to determine which purchases not exceeding

$5,000.00 are to be treated as capital expenses and which are to be expensed in the year of purchase.

4. The Retirement Administrator is granted authority to shift funds within a category to accomplish
the goals set forth in the Strategic Plan. Funds may not be moved from one category to another
without approval of the Board of Retirement.

5. The Retirement Administrator may request that the Board amend the budget for the current fiscal
year by presenting reasons for the budget amendment, its expected impact, and the cost of the
amendment for the remainder of the budget year.

POLICY REVIEW

1. The Board shall review this policy at least every three years to ensure that it remains relevant
and appropriate.

POLICY HISTORY

1. This policy was adopted by the Board of Retirement on February 2 0,2013.

February 20, 2013 2



Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

Richard A. White, Jr.
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 12,2013

- To: Board of Retirement
From: Judy Zeller, Retirement Specialist II
Subject: Membership information for past 5 years

At the January 16, 2013 meeting, there was a request for additional information regarding system
membership over the last 5 years. Ihave attached page 1 of the June 30, 2012 Actuarial
Valuation and page 65 of the June 30 2011 CAFR for your review. Both pages include
information regarding our membership over a number of years. Ihope you find this information

helpful. é



A historical perspective of
how the member
population has changed
over the past seven
valuations can be seen in
this chart.

*SEGAL

SECTION 2:  Valuation Results for the Mendocino County Employees' Retirement Association

A. MEMBER DATA

The Actuarial Valuation and Review considers the number This section presents a summary of significant statistical
p ry g

and demographic characteristics of covered members, data on these member groups.

including active members, vested terminated members, . . . .

retired members and beneficiaries ‘ More detailed information for this valuation year and the
preceding valuation can be found in Section 3, Exhibits A,
B, and C.

CHART 1

Member Population: 2006 — 2012""

Year Ended Active Vested Terminated Retired Members Ratio of Non-Actives
June 30 Members Members® and Beneficiaries to Actives
2006 1,312 445 . 853 0.99
2007 1,395 407 907 : 0.94
2008 1,410 411 962 0.97
2009 1,369 412 1,008 1.04
2010 ’ 1,254 395 1,083 1.18
2011 1,129 389 1,129 1.34
2012 1,069 356 1,217 1.47

) Information prior to 2011 has been extracted from the previous actuary’s past valuation reports.

@ Includes pending withdrawals and pending disabilities prior to 2011.



Statistical Section

SCHEDULE OF PARTICIPATING EMPLOYERS AND ACTIVE MEMBERS

As of June 30
Russian
River
Total County of  Cemetery Superior
Employees Mendocino District Court

Year 2011

Number of Covered Employees 1,129 1,065 4 60

Percentage to Total System 100% 94.33% 35% 5.32%
Year 2010

Number of Covered Employees 1,254 1,186 5 63

Percentage to Total System 100% 94.58% 40% 5.02%
Year 2009

Number of Covered Employees 1,369 1,294 . 5 70

Percentage to Total System 100% 94.52% 37% 5.11%
Year 2008

Number of Covered Employees 1,410 1,335 5 70

Percentage to Total System 100% 94.68% .36% 4.96%
Year 2007

Number of Covered Employees 1,395 1,314 5 76

Percentage to Total System 100% 94.19% .36% 5.45%
Year 2006

Number of Covered Employees 1,312 1,225 5 82

Percentage to Total System 100% 93.37% 38% 6.25%
Year 2005

Number of Covered Employees 1,333 1,258 6 69

Percentage to Total System 100% 94.37% 45% 5.18%
Year 2004

Number of Covered Employees 1,400 1,338 6 56

Percentage to Total System 100% 95.57% 43% 4.00%
Year 2003

Number of Covered Employees 1,472 1,418 5 49

Percentage to Total System 100% 96.33% .34% 3.33%
Year 2002

Number of Covered Employees 1,482 1,409 5 68

Percentage to Total System 100% 95.07% .34% 4.59%

Source of data: MCERA systems.

- 65 -




Richard A. White, Jr.
Retirement Administrator

Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
~ 625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: February 20, 2013

To: Board of Retirement

From: Richard White, Retirement Administrator/l@
Subject: Administrator Report

I attended the following meetings or events since our last Board meeting:

e I presented an update of your meeting to the Board of Supervisors at their meeting on
January 22, 2013.

e I met with Caryn Downing (CEO) and April Allen (Auditor) of the Superior Court on
January 22, 2013.

e I attended the CalAPRS Administrative Roundtable session in San Jose on
January 25, 2013.
I attended the Callan Investment Institute in San Francisco on January 28-30, 2013.
[ attended the County Department Head meeting on February 6, 2013.
I attended the CalAPRS Investment Officer Roundtable session in San Jose on
February 8, 2013. '

e I met with Leslie Jones, Office Manager, Russian River Cemetery District on
February 12, 2013.

Legislative Update:

The following update was provided to MCERA by Julie Wyne, OCERS Assistant CEO, External
& Legal Operations.

The Legislature reconvened on January 7th to commence the first year of this 2013/14 legislative
session. Bills have to be introduced by February 22nd. There are four bills related to PEPRA
clean-up and I expect these bills will be amended many times over before this session is through.

The first of these efforts, SB 13 (Negrete-McLeod), was introduced on December 3, 2012, with
an urgency request to address some PEPRA related issues. In addition to some minor technical
changes, the bill addresses the following:

. Clarifies that an employer is not precluded from offering a defined contribution
plan on or after January 1, 2013, if the employer did not offer one prior to that date.



e Clarifies that a new member may be required to pay more than 50% of normal
cost if the greater contribution rate has been agreed to through the collective bargaining
process.

o Removes the safety member industrial disability benefit from the PEPRA
section 7522.66 (thereby ensuring it is not applied to system members other than PERS).
o Clarifies the PERS industrial disability section to reference an annuity from a
member’s accumulated additional contributions.

The SACRS’ Legislative Committee members have been advised that the bill is also going to
include some language clarifying that pensionable compensation under PEPRA means not only
base pay, but regularly recurring pay items that are shift/skills based paid to all other members of
an employee’s grade or class (which is how MCERA interprets this section).

The second PEPRA clean-up bill is SB 24 (Walters), also introduced December 3, 2012. This
bill removes the requirement that the Legislature approve a new defined benefit plan offered on
or after January 1, 2013 and authorizes a local agency public employer or public retirement
system to offer a defined benefit formula with a lower age factor at normal retirement age and a
lower normal cost than the formulas currently required under PEPRA, for purposes of addressing
a fiscal necessity.

The third PEPRA clean-up bill is SB 54 (Hancock), introduced December 21, 2012, with an
urgency clause. This is an Alameda County specific bill, which means it will not apply to
MCERA. The bill authorizes the Alameda County Board of Supervisors to provide a service
retirement allowance in accordance with a 2% at 65 benefit formula, for all general members
hired after approval of the resolution, and adds the benefit formula to the *37 Act. Since this
plan has a lower age factor at 65 than the PEPRA general member formula it should also have a
lower normal cost, which is a requirement for benefit formulas to withstand the PEPRA test and
remain in place after January 1, 2013. It would appear this bill is in response to action that has
already been taken by Alameda County. :

The fourth PEPRA clean-up bill is AB 160 (Alejo), and it exempts from PEPRA certain
multiemployer plans authorized under federal law and retirement plans for public employees
whose collective bargaining rights are protected by a specified provision of federal law. This
bill is in response to complaints filed with the Department of Labor claiming that PEPRA
violates federal collective bargaining law by limiting the ability to negotiate traditional subjects
of collective bargaining, like benefit formulas. If the Department of Labor determines that
collective bargaining rights are not being protected under the Federal Transit Act, it can withhold
certification of mass transit projects, which would jeopardize California’s receipt of federal grant
funds tied to those projects, and in turn impact the transit agencies.

PEPRA

The County disbanded the ad hoc PEPRA working group as most of the objectives of the group
have been completed and the need for regular meetings has diminished. The group agreed to
meet again should the need arise with future legislation or unanticipated issues. One result of the
disbanding of the group is that MCERA has been asked to assume responsibility for the
maintenance of the PEPRA legislation website which we will be transitioning in the near future.



In addition to monitoring the legislative action, as described above, there are a couple of items
that require Board action which will be presented in the upcoming meetings. The procedure to
‘audit’ final compensation to ensure against ‘pension spiking’ is one that the Board will discuss
in the future.

MCERA staff attended recent CalAPRS roundtable sessions recently where the PEPRA
legislation was discussed and we found that the implementation of the pension reform legislation
taking place in our peer systems is consistent with what we are doing or considering. We also
learned that lawsuits have been filed over aspects of the pension reform legislation and we will
be monitoring them as they progress through the legal system.

Tax Forms

MCERA staff worked diligently to produce and distribute the 1099s by the end of January, as
required by law, in cooperation with County IT. MCERA sends 1099-Misc forms to our vendors
and 1099-R forms to our retirees and those who have withdrawn their funds. As a point of
information for the Board, the current process to generate the forms is a cumbersome
combination of manual labor and multiple automated programs that is relevant for the Board to
know about in the future when we discuss our IT roadmap and staffing issues.

Public Record Request

MCERA received and complied with a request for investment returns from 1996 to present from
The Bay Citizen, a media group.

Scheduled Education Sessions

[ will be attending the CalAPRS General Assembly meeting during March 3-5, 2013 in San
Francisco.

Determination Letter/Voluntary Compliance Program Filings

Our tax counsel (Hanson Bridgett) sent us a note that the IRS has communicated with them about
the filings with the 1937 Act systems and they expect the IRS to begin reviewing the filings in
the very near future.
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